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According to financial analysts consulted by the Associated Press, Japan and its commercial banks
could become key actors in resolving third world nations' foreign debt problem. At the annual
joint meeting of the International Monetary Fund (IMF) and the World Bank in Washington, which
closed on Oct. 1, Japanese delegates were perceived as unusually active. Deputy Finance Minister
Toyoo Gyohten told the gathering that his government had expressed its "disposition to cooperate."
To the present, Japan has shown little interest in facilitating new loans to the developing world
outside of credits for paying interest on existing loans. However, at the meetings in Washington,
Gyohten proposed that the International Finance Corporation (IFC) create a global debt-equity
fund. In brief, the IFC would facilitate the sale of debt at its real value to the private sector in debtor
nations. The IFC is a World Bank subsidiary specializing in relations with the private sector. The
majority of the bank creditors today agree that the real value of Latin America's foreign debt is
signficantly less than the $394 billion indicated in official documents. After US banks, Japanese
banks are the most exposed in Latin America. At present, Japanese commercial bank loans to
Brazil total $8.9 billion; Mexico, $10.8 billion; Argentina, $5 billion; Venezuela, $2.3 billion, and
Chile, $1.6 billion. Some analysts commented that statements suggesting a more active role in
cooperating with the US and other creditor nations on the debt strategy were little more than tactical
maneuvers to avoid pressures by Washington to offer more capital to the developing world. Others,
however, say Japanese willingness to "cooperate" is a logical step, considering that the country's
accumulated financial surpluses cannot be absorbed in the domestic market without triggering
a severe inflationary process. On Japan's proposal related to the IFC, the agency's executive vice
president, Sir William Ryrie, said, "It's an interesting idea worth studying, but at this stage we want
to walk before we run." Sir William said the IFC would shortly be selling its own Emerging Markets
data base, providing information about companies and securities in 17 developing countries.
Peter Tropper, an IFC investment officer in the Capital Markets Department, said that so far this
year stock markets in 15 of the 17 countries had performed even better than Wall Street's Dow
Jones industrial average. According to an IFC index of markets in these countries, the Mexican
and Taiwanese markets have tripled this year. Brazil and Argentina were the two countries where
market prices have fallen. (Basic data from AP, WASHINGTON POST, 10/02/87)
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